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HOUSE BI LL 1401

State of WAshi ngt on 56th Legislature 1999 Regul ar Sessi on
By Representatives Thomas, Kessler and DeBolt

Read first tine . Referred to Commttee on

AN ACT Relating to rural economc developnent; anending RCW
43. 160. 020, 43.160. 060, 43.160.070, 43.160.080, 43.160.900, and
82.14.370; adding a new section to chapter 44.28 RCW adding a new
chapter to Title 43 RCW creating new sections; repealing RCW
43. 168. 010, 43. 168. 020, 43. 168. 031, 43. 168. 040, 43. 168. 050, 43. 168. 060,
43. 168. 070, 43. 168. 090, 43. 168. 100, 43. 168. 110, 43. 168. 120, 43. 168. 130,
43. 168. 140, 43.168.150, and 43.168.900; and providing an expiration
dat e.

BE | T ENACTED BY THE LEG SLATURE OF THE STATE OF WASHI NGTON:

PART |
| NFRASTRUCTURE FI NANCI NG

Sec. 1. RCW43.160. 020 and 1997 ¢ 367 s 8 are each anended to read
as follows:

Unl ess the context clearly requires otherwi se, the definitions in
this section apply throughout this chapter.

(1) "Board" neans the community econom c revitalization board.
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(2) "Bond" neans any bond, note, debenture, interimcertificate, or
ot her evidence of financial indebtedness issued by the board pursuant
to this chapter.

(3) "Departnent" nmeans the departnment of conmmunity, trade, and
econom ¢ devel opnent .

(4) "Di stressed county" neans any county in which the average | evel
of unenploynent, for the three years before the year in which an
application for financial assistance is filed, exceeds the average
state unenpl oynent for those years by twenty percent.

(5) "Financial institution" nmeans any bank, savings and | oan
association, credit union, developnent credit corporation, insurance
conpany, investnent conpany, trust conpany, savings institution, or
other financial institution approved by the board and maintaining an
office in the state.

((65))) (B6) "Industrial devel opnent facilities" means "industri al
devel opnent facilities" as defined in RCW 39. 84. 020.

((66))) (7) "Industrial devel opnent revenue bonds" neans tax-exenpt
revenue bonds used to fund industrial devel opnent facilities.

((H)) (8) "Local governnent” or "political subdivision" nmeans any
port district, county, city, town, special purpose district, and any
ot her munici pal corporations or quasi-nunicipal corporations in the
state providing for public facilities under this chapter.

((8))) (9) "Sponsor" nmeans any of the followng entities which
customarily provide service or otherwise aid in industrial or other
financing and are approved as a sponsor by the board: A bank, trust
conpany, savi ngs bank, investnent bank, national banking association,
savings and | oan association, building and | oan association, credit
uni on, insurance conpany, or any other financial institution,
gover nment al agency, or hol ding conpany of any entity specifiedinthis
subsecti on.

((99)) (10) "Unbrella bonds" neans industrial devel opnment revenue
bonds from which the proceeds are |oaned, transferred, or otherw se
made available to two or nore users under this chapter

((£26)y)) (11) "User" nmeans one or nore persons acting as |essee,
purchaser, nortgagor, or borrower under a financing docunent and
receiving or applying to receive revenues frombonds i ssued under this
chapter.
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((H))) (12) "Public facilities" nmeans bridges, roads, donestic
and industrial water, sanitary sewer, storm sewer, railroad,
electricity, natural gas, buildings or structures, and port facilities.

((+2))) (13) "Rural natural resources inpact area" neans:

(a) A nonnetropolitan county, as defined by the 1990 decennia
census, that neets three of the five criteria set forth in subsection
((X3))) (14) of this section;

(b) A nonnetropolitan county with a popul ation of less than forty
thousand in the 1990 decennial census, that neets two of the five
criteria as set forth in subsection ((33))) (14) of this section; or

(c) A nonurbani zed area, as defined by the 1990 decenni al census,
that is located in a netropolitan county that neets three of the five
criteria set forth in subsection ((33))) (14) of this section

((£3))) (14) For the purposes of designating rural natural
resources inpact areas, the following criteria shall be considered:

(a) A lunber and wood products enploynent |ocation quotient at or
above the state average;

(b) A commercial salnon fishing enploynent | ocation quotient at or
above the state average;

(c) Projected or actual direct |unber and wood products job | osses
of one hundred positions or nore;

(d) Projected or actual direct comrercial salnon fishing job | osses
of one hundred positions or nore; and

(e) An unenploynent rate twenty percent or nore above the state
average. The counties that neet these criteria shall be determ ned by
the enpl oynent security departnment for the nost recent year for which
data is avail able. For the purposes of adm nistration of prograns
under this chapter, the United States post office five-digit zip code
delivery areas wll be wused to determne residence status for
eligibility purposes. For the purpose of this definition, a zip code
delivery area of which any part is ten mles or nore froman urbani zed
area i s considered nonurbanized. A zip code totally surrounded by zip
codes qualifying as nonurbanized under this definition is also
consi der ed nonur bani zed. The office of financial managenent shall make
available a zip code listing of the areas to all agencies and
organi zati ons providing services under this chapter.

Sec. 2. RCWA43.160.060 and 1996 c 51 s 5 are each anended to read
as foll ows:
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The board is authorized to make direct loans to political
subdi vi sions of the state for the purposes of assisting the political
subdivisions in financing the cost of public facilities, including
devel opment of | and and i nprovenents for public facilities, as well as
t he construction, rehabilitation, alteration, expansion, or inprovenent
of the facilities. A grant may also be authorized for purposes
designated in this chapter, but only when, and to the extent that, a
loan is not reasonably possible, given the limted resources of the
political subdivision and the finding by the board that unique
ci rcunstances exist. The board shall not obligate nore than twenty
percent of its biennial appropriation as grants.

Application for funds shall be made in the formand manner as the
board may prescribe. |In making grants or | oans the board shall conform
to the follow ng requirenents:

(1) The board shall not provide financial assistance:

(a) For a project the primary purpose of whichis to facilitate or
pronote a retail shopping devel opnent or expansion.

(b) For any project that evidence exists would directly result in
a devel opnment or expansion that would displace existing jobs in any
other community in the state.

(c) For the acquisition of real property, including buildings and
other fixtures which are a part of real property.

(2) The board shall only provide financial assistance:

(a) For those projects which would result in specific private
devel opnents or expansions (i) in manufacturing, production, food
processi ng, assenbly, warehousing, and industrial distribution; (ii)
for processing recyclable materials or for facilities that support
recycling, including processes not currently provided in the state,
including but not limted to, de-inking facilities, m xed waste paper,
pl astics, yard waste, and problemwaste processing; (iii) for
manufacturing facilities that rely significantly on recyclable
materials, including but not limted to waste tires and m xed waste
paper; (iv) which support the relocation of businesses from
nondi stressed urban areas to distressed rural areas; or (v) which
substantially support the trading of goods or services outside of the
state’s borders.

(b) For projects which it finds will inprove the opportunities for
t he successful maintenance, establishnent, or expansion of industrial
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or commercial plants or will otherwise assist in the creation or
retention of |ong-termeconom c opportunities.

(c)(i) Except as provided in (c)(ii) of this subsection, when the
application includes convincing evidence that a specific private
devel opnent or expansion is ready to occur and will occur only if the
public facility inprovenent is nmade.

(ii) Applications for projects located in distressed counties or
rural natural resources inpact areas need not denonstrate evidence that
specific private devel opnent or expansion is ready to occur if funds
are provided.

(3) The board shall prioritize each proposed project according to:.

(a) The relative benefits provided to the community by the jobs the
project would create, not just the total nunber of jobs it would create
after the project is conpleted and according to the unenpl oynent rate
in the area in which the jobs woul d be | ocat ed((—-As+oenrgas—there+s

I W, ‘i ol . I I : I i Lable.
he | i I : I . . I .t hei Fority))
and

(b) The rate of return on the state’s investnent, that includes the
expected increase in state and | ocal tax revenues associated with the
proj ect .

(4) A responsible official of the political subdivision shall be
present during board deliberations and provide information that the
board requests.

Before any financial assistance application is approved, the
political subdivision seeking the assistance nust denonstrate to the
community econom c revitalization board that no other tinely source of
funding is available to it at costs reasonably simlar to financing

avai l able fromthe community economc revitalization board.

Sec. 3. RCW43.160.070 and 1998 ¢ 321 s 27 (Referendum Bill No.
49) are each anended to read as foll ows:

Public facilities financial assistance, when authorized by the
board, is subject to the follow ng conditions:

(1) The noneys in the public facilities construction |oan revol ving
account and the distressed county public facilities construction |oan
account shall be used solely to fulfill commtnents arising from
financi al assistance authorized in this chapter or, during the 1989-91
fiscal biennium for econom c devel opnent purposes as appropriated by
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the legislature. The total outstandi ng anount which the board shal
di spense at any tine pursuant to this section shall not exceed the
noneys avail able fromthe accounts. The total anmount of outstanding
financial assistance in Pierce, King, and Snohom sh counties shall
never exceed si xty percent of the total amount of outstanding financi al
assi stance di sbursed by the board under this chapter w thout reference
to financial assistance provided under RCW 43. 160. 220.

(2) On contracts nmade for public facilities | oans the board shal
determ ne the interest rate which | oans shall bear. The interest rate
shall not exceed ten percent per annum The board may provide
reasonable ternms and conditions for repaynent for |oans, including
partial forgiveness of |oan principal and interest paynents on projects
| ocated in distressed counties or rural natural resources inpact areas,
as the board determines. The |oans shall not exceed twenty years in
dur ati on.

(3) Repaynents of loans made from the public facilities
construction |oan revolving account under the contracts for public
facilities construction | oans shall be paid into the public facilities
construction | oan revol ving account. Repaynents of | oans made fromthe
di stressed county public facilities construction | oan account under the
contracts for public facilities construction |oans shall be paid into
the distressed county public facilities construction |oan account.
Repaynents of | oans from noneys from the new appropriation from the
publ i c wor ks assi stance account for the fiscal bienniumendi ng June 30,
1999, shall be paid into the public works assistance account.

(4) Wen every feasible effort has been nade to provide | oans and
if loans are not possible, the board nay provide grants upon finding
t hat uni que circunstances exist.

Sec. 4. RCW43.160.080 and 1998 ¢ 321 s 30 (Referendum Bill No.
49) are each anended to read as foll ows:

There shall be a fund in the state treasury known as the public
facilities construction | oan revol ving account, which shall consist of
all noneys collected under this chapter or deposited by the state
treasurer pursuant to any other |egislative act, except noneys of the
board <collected in connection with the issuance of industrial
devel opnent revenue bonds and noneys deposited in the distressed county
public facilities construction | oan account under RCW 43. 160. 220, and

any noneys appropriated to it by |aw (—PROWDBED—Fhat—seventy—five
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43-83-184)). D sbursements from the revolving account shall be on
aut hori zation of the board. In order to maintain an effective
expenditure and revenue control, the public facilities construction
| oan revolving account shall be subject in all respects to chapter
43. 88 RCW

Sec. 5. RCW43.160.900 and 1993 ¢ 320 s 8 are each anended to read
as follows:

(1) The community econom c revitalization board shall report to the
appropriate standing commttees of the legislature biennially on the
i npl enentation of this chapter. The report shall include information
on the nunber of applications for community economc revitalization
board assi stance, the nunber and types of projects approved, the grant
or | oan anount awarded each project, the projected nunber of jobs
created or retained by each project, the actual nunber of jobs created
or retained by each project, the ambunt of state and |ocal tax revenue

generated by projects funded under this chapter, the nunber of
del i nquent | oans, and the nunber of project term nations. The report
may al so include additional performance neasures and reconmendati ons
for programmati c changes. The first report shall be submtted by
Decenber 1, 1994.

(2) The joint legislative audit and reviewconmm ttee shall contract

for services to conduct a performance review on the effectiveness of

the program adnini stered by the board under this chapter. The costs

for the performance reviews shall be paid fromrepaynments of principal

and i nterest on | oans nade under this chapter. The performance revi ews

shall be subnitted to the appropriate committees of the | eqislature by

Decenmber 1, 2000, December 1, 2004, and Decenber 1, 2008.

Sec. 6. RCWB82.14.370 and 1998 ¢ 55 s 6 are each anended to read
as follows:

(1)(a) The legislative authority of a distressed county may inpose
a sales and use tax in accordance with the ternms of this chapter. The
tax is in addition to other taxes authorized by l|law and shall be
collected from those persons who are taxable by the state under
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chapters 82.08 and 82. 12 RCWupon the occurrence of any taxable event
within the county. The rate of tax shall not exceed 0.04 percent of
the selling price in the case of a sales tax or value of the article
used in the case of a use tax.

(b) The legislative authority of a distressed county may i npose an

additional sales and use tax in accordance with the terns of this

chapter. The tax is in addition to other taxes authorized by | aw and

may be coll ected fromthose persons who are taxable by the state under

chapters 82.08 and 82. 12 RCWupon the occurrence of any taxable event

within the county. The rate of tax may not exceed 0.04 percent of the

selling price in the case of a sales tax or value of the article used

in the case of a use tax.

(2) The tax inposed under subsection (1) of this section shall be
deducted fromthe anmpbunt of tax otherwi se required to be collected or
paid over to the departnent of revenue under chapter 82.08 or 82.12
RCW The departnent of revenue shall performthe collection of such
taxes on behal f of the county at no cost to the county.

(3)(a) Moneys collected under this section shall only be used for
the purpose of financing gqualifying public facilities all for the

purpose of job creation, job retention, or job expansion in ((rural))
di stressed counties. The public facility nmust be listed as anitemin

the officially adopted county overall econom c devel opnent plan or the

econom ¢ _devel opnent section of the county’'s conprehensi ve plan or the

conprehensive plan of a city located within the county for those

counti es planni ng under RCW 36. 70A. 040, or, for those counties who do

not plan under the growth nanagenent act and do not have an adopted

overall econom c devel opnent plan, the public facility nmust be |isted

in the county's capital facilities plan or the capital facilities plan

of a city located within the county.
(b) The county nust set aside an appropriate anount of nobney

coll ected under subsection (1)(b) of this section to be used for the

pur pose of financing qualifying public facilities in cities and towns,

|l ocated within the county, that qualify for nunicipal sal es and use tax

equal i zati on under RCW 82.14.210(3).

(4) No tax may be col |l ected under subsection (1) (b) of this section
before ((Juhy—31—3998)) October 1, 1999. No tax may be coll ected under
this section by a county nore than twenty-five years after the date
that a tax is first inposed under this section.
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(5)(a) The joint legislative audit and review conmttee shall

devel op performance standards for judging the effectiveness of the use

of the sales and use tax for public facilities in distressed counti es.

Those standards nust include, to the extent possible, an exani nati on of

the effectiveness of the nopbney to: (i) Create new job opportunities

for area residents; (ii) retain existing enploynent opportunities:;

(iii) diversify the econonic base of the county: and (iv) determnine the

return on the investnent in the formof either increased or retained

tax revenues at the |ocal governnent.
(b) By February 1, 2000, and every February 1st thereafter, al

di stressed counties that inpose the tax authorized under this section

shall report tothe joint |leqgislative audit and revi ew comittee on the

use and effectiveness of the sales and use tax npney to neet the

objectives of (a) of this subsection. The joint |leqislative audit and

review committee shall report the results to the appropriate

legislative committees by March 1, 2000, and every March 1st

thereafter.

(6) For purposes of this section((+)):

(a) "Distressed county" neans a county in which the average | evel
of unenploynent for the three years before the year in which a tax is
first inposed under this section exceeds the average state unenpl oynent
for those years by twenty percent.

(b) "Public facility" nmeans a bridge, road, donestic and industri al

water, sanitary sewer, stormsewer, railroad, electricity, natural gas,

building or structure, flood control facility, earth stabilization

facility, and port facility in the state of Washi ngton.

PART 1|1
TASK FORCE ON DI STRESSED AREA ECONOM C DEVELOPMENT

NEW SECTI O\ Sec. 7. (1) There is created the task force on
di stressed area econom ¢ devel opnent i ncentives to consist of seventeen
menbers. The task force consists of the foll ow ng nenbers:

(a) The director of the departnent of conmmunity, trade, and
econom ¢ devel opnment or the director’s designee, who shall serve as
chair;

(b) Two nmenbers of the house of representatives, one each fromtwo
of the | argest caucuses, appointed by the speaker of the house;

p. 9 HB 1401



© 00 N O Ol WDN P

W WWWNRNNNNNNNNNRERERERPRPERPRP PR PR
W NP O®OOWNOOUDMWNEREOOONOOUNMWNNIERERO

34
35
36
37

(c) Two nenbers of the senate, one each fromtwo of the | argest
caucuses, appointed by the president of the senate;

(d) The director of the departnent of revenue or the director’s
desi gnee;

(e) The director of the office of financial nanagenent or the
director’ s designee;

(f) Four representatives of the business conmunity appoi nted by the
director of community, trade, and econom c devel opnent, those four
representatives consisting of one representative froma business with
less than fifty enployees that is located in a distressed area, one
representative froma business with nore than fifty enpl oyees that is
| ocated in a distressed area, one representative froma business with
less than fifty enployees that is |located outside a distressed area,
and one representative froma business wth nore than fifty enpl oyees
that is |located outside a distressed area;

(g0 Two representatives of state-wide |abor organizations,
appointed by the director of comunity, trade, and economc
devel opnent ;

(h) Two representatives of | ocal econoni ¢ devel opnent
organi zations, appointed by the director of comunity, trade, and
econom ¢ devel opnment; and

(1) Two representatives at |arge, appointed by the director of
community, trade, and econom c devel opnent.

(2) The vice-chair of the task force is selected by ngjority vote
of the task force nenbers. The nenbers of the task force serve w thout
conpensation, but shall be reinbursed for travel expenses as provided
in RCW 43.03. 050 and 43. 03. 060.

(3) The departnment of comrunity, trade, and econom c devel opnent
and t he departnent of revenue shall provide adm nistrative and cl eri cal
assistance to the task force.

(4) As used in this section and section 8 of this act, "distressed
area" neans a rural natural resources inpact area as defined in RCW
43.31.601 and an eligible area as defined in RCW82. 60. 020.

NEW SECTION. Sec. 8. The task force on distressed area econom c
devel opnent incentives shall:

(1) Review existing federal and state prograns and incentives
desi gned to assi st econom c devel opnent efforts in distressed areas;

HB 1401 p. 10
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(2) Review prograns, incentives, and techni ques desi gned to assi st
econom ¢ devel opnent efforts in rural and distressed areas in other
st at es;

(3) Make recommendations regarding a conmon definition of distress
and options to consolidate, stream ine, or strengthen existing prograns
or incentives designed to assist economc developnent efforts in
di stressed areas;

(4) Make reconmmendati ons regardi ng t he establi shnment of performance
measures and standards, and program evaluation standards for the
various state incentive prograns designed to encourage economc
devel opnent ;

(5) By Novenmber 30, 1999, prepare and submt to the governor and
| egislature, a report detailing its findings and recommendations
regardi ng econom ¢ devel opnent efforts in distressed areas.

NEWSECTION. Sec. 9. Sections 7 and 8 of this act expire February
1, 2000.

PART |11
RURAL WASHI NGTON LOAN FUND

NEW SECTI ON. Sec. 10. The legislature finds that:

(1) The economc health and well-being of the state is of
substantial public concern, particularly in geographic areas of high
unenpl oynent, econom c stagnation, and poverty.

(2) The consequences of mnimal economc activity and persistent
unenpl oynment and underenpl oynent are serious threats to the safety,
heal th, and wel fare of residents of these geographic areas, decreasing
t he val ue of private investnents and j eopardi zi ng the sources of public
revenue.

(3) The econom ¢ and soci al interdependence of comunities and the
vitality of industrial and econom c activity necessitates and partially
depends upon preventing substantial dislocation of residents and
rebuil ding the diversification of the areas’ econony.

(4) The ability to renmedy problens in stagnant areas of the state
i s beyond t he power and control of the regul atory process and i nfl uence
of the state; and the ordinary operations of private enterprise,
w t hout additional governnental assistance, are insufficient to
adequately renedy the problens of poverty and unenpl oynent.

p. 11 HB 1401
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(5) Revitalization of depressed conmunities requires stimulation of
private investnent, devel opnent of new busi ness ventures, provision of
capital to ventures sponsored by |ocal organizations and capabl e of
growh in the business markets, and assistance to viable, but
underfinanced, small businesses in order to create and preserve jobs
that are sustainable in the | ocal econony.

Therefore, the legislature declares there to be a substantial
publ i ¢ purpose in providing capital to pronote econom c devel opnent and
job creation in areas of economc stagnation, unenploynent, and
poverty. To acconplish this purpose, the |egislature hereby creates
the rural Washington loan fund and vests in the departnment of
community, trade, and econom c devel opment the authority to spend
federal funds to stinulate the econony of distressed areas.

NEW SECTI ON\. Sec. 11. Unless the context clearly requires
otherwise, the definitions in this section apply throughout this
chapter.

(1) "Departnent” neans the departnent of community, trade, and
econom ¢ devel opnent .

(2) "Director” means the director of community, trade, and econom c
devel opnent .

(3) "Distressed area" neans: (a) A county which has an
unenpl oynent rate which is twenty percent above the state average for
the imedi ately previous three years; (b) a county that has a nedi an
househol d incone that is |less than seventy-five percent of the state
medi an household 1incone for the previous three years; (c) a
metropolitan statistical area, as defined by the office of federa
statistical policy and standards, United States departnent of conmerce,
in which the average |evel of unenploynent for the cal endar year
i mredi ately preceding the year in which an application is filed under
this chapter exceeds the average state unenpl oynent for such cal endar
year by twenty percent; (d) an area within a county, which area: (i)
| s conposed of contiguous census tracts; (ii) has a m ni num popul ati on
of five thousand persons; (iii) has at |east seventy percent of its
famlies and unrel ated i ndi vidual s with i nconmes bel ow ei ghty percent of
the county’s nedi an inconme for famlies and unrel ated individuals; and
(1v) has an unenploynent rate which is at |east forty percent higher
than the county’ s unenploynent rate; or (e) a county designated as a
rural natural resources inpact area under RCW43. 31. 601. For purposes
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of this subsection, "famlies and unrel ated i ndividual s" has the sane
meaning that is ascribed to that term by the federal departnment of
housi ng and urban developnent in its regulations authorizing action
grants for economc developnent and neighborhood revitalization
proj ects.

(4) "Fund" nmeans the rural Washington | oan fund.

(5) "Local devel opnent organi zation" nmeans a nonprofit organi zati on
which i s organi zed to operate within an area, denonstrates a conm t nent
to a long-standing effort for an econom c devel opnent program and
makes a denonstrable effort to assist in the enploynent of unenpl oyed
or underenpl oyed residents in an area.

(6) "Project” nmeans the establishnent of a new or expanded busi ness

in an area, which business, when conpleted, wll provide enploynment
opportunities. "Project” also neans the retention of an existing
business in an area, which business, when conpleted, wll provide

enpl oynment opportunities.

NEW SECTION. Sec. 12. Subject to the restrictions contained in
this chapter, the departnment is authorized to approve applications of
| ocal governnents for federal community devel opnent bl ock grant funds
or other federal funds which the |ocal governnments would use to make
loans to finance business projects wthin their jurisdictions.
Appl i cati ons approved by t he departnent under this chapter nust conform
to applicable federal requirenents.

NEW SECTI ON. Sec. 13. (1) The departnent may approve an
application providing a loan for a project only if the departnent
finds that the project:

(a) WII result in creation of enploynent opportunities
mai nt enance of threatened enpl oynent, or devel opnent or expansion of
busi ness ownership by mnorities and wonen;

(b) Has been approved by the director as conformng to federa
rules and regulations governing the spending of federal conmunity
devel opment bl ock grant funds or other applicable federal funds;

(c) WIIl be of public benefit and for a public purpose, and that
the benefits, including increased or naintained enploynent, inproved
standard of living, enploynent of disadvantaged workers, and
devel opnment or expansi on of busi ness ownership by mnorities and wonen,
will primarily accrue to residents of the area;
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(d) WIIl probably be successful;

(e) Wuld probably not be conpleted without the | oan because ot her
capital or financing at feasible terns is unavail able, or because the
return on investnent is inadequate.

(2)(a) The departnent shall, subject to applicable federal funding
criteria, give priority to applications that capitalize or recapitalize
an existing or new | ocal revolving | oan fund.

(b) The departnent shall, subject to applicable federal funding
criteria, give higher priority to econom c devel opnent projects that
contain provisions for child care.

(3) The departnent may not approve an application that fails to
provi de for adequate reporting or disclosure of financial data to the
depart nent. The departnment may require an annual or other periodic
audit of the project books.

(4) The departnent nmay require that the project be managed i n whol e
or in part by a |local devel opnent organization and may prescribe a
managenent fee to be paid to that organi zation by the recipient of the
| oan or grant.

(5) The departnent shall fix the ternms and rates pertaining to its
| oans.

(6) If there is nore demand for |oans than funds avail able for
| endi ng, the departnent shall provide |oans for those projects which
will lead to the greatest anobunt of enploynment or benefit to a
comunity. In determning the "greatest anount of enploynent or
benefit,"” the departnent shall al so consider the enpl oynent whi ch woul d
be saved by its loan and the benefit relative to the community, not
just the total nunber of new jobs or jobs saved.

(7) To the extent permtted under federal | aw, the departnent shal
require applicants to provide for the transfer of all paynents of
principal and interest on loans to the rural Wshington |oan fund
creat ed under this chapter. Under circunstances where federal | aw does
not permt the departnment to require the transfer, the departnent shal
give priority to applicants who on their own volition nmake conm tnents
to provide for the transfer.

(8) The departnent shall not approve any application to finance or
hel p fi nance a shopping mall.

(9) For loans not made to mnority and wonen- owned busi nesses, the
departnment shall nake at | east eighty percent of the appropriated funds
available to projects |ocated in distressed areas, and nay nmake up to
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twenty percent available to projects | ocated i n areas not designated as
di stressed.

(10) If an objection is raised to a project on the basis of unfair
busi ness conpetition, the departnent shall evaluate the potential
i npact of a project on simlar businesses |ocated in the |ocal market
area. The departnent may deny a grant if the departnent determ nes the
proposed project is not likely to result in a net increase in
enpl oynent within a |ocal nmarket area.

(11) For loans to mnority and wonen-owned busi nesses who do not
meet the credit criteria, the departnent may consider nontraditional
credit standards to of fset past discrimnation that has precluded ful
participation of mnority or wonen-owned businesses in the econony.
For applicants with high potential who do not neet the credit criteria,
t he department shal |l consi der devel opi ng al ternati ve borrow ng net hods.
For applicants denied |loans due to credit problens, the departnent
shall provide financial counseling within available resources and
provide referrals to credit rehabilitation services. In circunstances
of conmpeting applications, the departnent shall give priority to
menbers of eligible groups which previously have been | east served by
this fund.

NEW SECTI ON. Sec. 14. The departnent is encouraged to work with
| ocal devel opnent organizations to pronote applications for |oans by

the fund. The departnent shall also provide assistance to | ocal
devel opnment organi zations and |ocal governnments to identify viable
projects for consideration by the departnent. The departnent shal

provi de technical assistance to organi zations that adm nister |oca
revolving loan funds regarding practices to establish sustainable
operations. The departnent shall adopt such rules and regul ations as
are appropriate to carry out its authority under this chapter.

NEW SECTI ON. Sec. 15. The departnent may receive and approve
applications on a nonthly basis but shall receive and approve
applications on at |least a quarterly basis for each fiscal year. The
departnent shall meke every effort to sinplify the |oan process for
appl i cants. Departnent staff shall process and assist in the
preparation of applications. Each application shall showin detail the
nature of the project, the types and nunbers of jobs to be created,
wages to be paid to new enpl oyees, and nethods of hiring unenpl oyed
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persons fromthe | ocal narket area. Each application nust contain a
credit analysis of the business to receive the |oan.

NEW_ SECTI ON. Sec. 16. The departnent shall make avail able an
anount of federal comunity devel opnent bl ock grant funds equal to the
anount of state funds transferred or appropriated to the departnent for
pur poses of suppl enenting the departnent’s bl ock grant funds.

NEW SECTION. Sec. 17. The departnent may nmake grants of state
funds to | ocal governnments that qualify as "entitlenent comrunities”
under the federal |aw authorizing community devel opnent bl ock grants.
These grants may be nade only on condition that the entitlenent
community provide the departnent with assurances that the entitl enent
comunity wll: (1) Spend the grant noneys for purposes and in a
manner satisfying state constitutional requirenents; (2) spend the
grant noneys for purposes and in a manner satisfying federal
requi renents; and (3) spend at | east the sane anmount of the grant for
| oans to businesses fromthe federal funds received by the entitlenent
comunity.

NEW SECTI ON. Sec. 18. There is established the rural Washi ngton
| oan fund, which shall be an account in the state treasury. The rural

Washi ngton | oan fund shall include revenue fromthe sources established
by this chapter, appropriations by the legislature, federal funds,
private contributions, all |oan paynents of principal and interest that

are transferred under section 13 of this act, and all other sources.
Moneys i n the account may be spent only after | egislative appropriation
for loans or grants under this chapter. Any expenditures of federal
moneys nust conformto applicable federal |aw

NEWSECTION. Sec. 19. (1) The departnent shall devel op gui delines
for rural Washington loan funds to be used to fund |ocal economc
devel opnent revolving | oan funds. The departnent shall consider the
selection process for grantees, loan quality criteria, l|egal and
regul atory i ssues, and ways to m ni m ze duplication between devel opnment
| oan funds and | ocal econom c devel opnent revol ving | oan funds.

(2) The departnent nmay mneke loans or grants from the rural
Washi ngton loan fund to |local governnments to capitalize new, or to
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recapitalize existing, econom c devel opnent revolving loan funds in
di stressed areas.

NEW SECTION. Sec. 20. The departnent shall devel op perfornance
standards for judging the effectiveness of the programincluding, to
the extent possible, exam ning the effectiveness of |oans or grants
with regard to:

(1) Creation of jobs for individuals of |ow and noderate incone;

(2) Retention of existing enploynent;

(3) Creation of new enpl oynent opportunities;

(4) Diversification of the econom c base of |ocal comunities;

(5) Establishnment of enpl oyee cooperatives;

(6) Providing assistance in cases of enployee buyouts of firms to
prevent the |oss of existing enploynent;

(7) The degree of risk assuned by the rural Washi ngton | oan fund,
wi th enphasis on | oans which did not receive financing fromconmerci al
| enders, but which are considered financially sound.

NEW SECTION.  Sec. 21. Any funds appropriated by the | egislature
to the rural Washington |loan fund for purposes of the tinber recovery
act shall be used for devel opnent loans in rural natural resources
i npact areas as defined in RCW43. 31. 601.

NEW SECTION.  Sec. 22. Subject to the restrictions contained in
this chapter, the departnment is authorized to approve applications of
m nority and wonmen-owned busi nesses for | oans or | oan guarantees from
the fund. Applications approved by the departnment under this chapter
must conformto applicable federal requirenents. The departnent shal
prioritize available funds for | oan guarantees rather than | oans when
possi ble. The departnment may enter into agreenents with other public
or private lending institutions to develop a joint |oan guarantee
programfor mnority and wonen- owned busi nesses. |f such a programis
devel oped, the departnent nmay provide funds, in conjunction with the
ot her organizations, to operate the program This section does not
precl ude the departnment from making individual |oan guarantees.

To the maxi num extent practicable, the departnent shall make
available to mnority and wonen-owned busi nesses, on an equal basis,
funds avail abl e under this section. The departnent shall submt to the
appropriate commttees of the senate and house of representatives
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quarterly reports that detail the nunber of |oans approved and the
characteristics of the recipients by ethnic and gender groups.

NEW SECTI ON.  Sec. 23. The departnent nay receive gifts, grants,
or endowrents frompublic or private sources that are made fromtine to
time, in trust or otherwise, for the use and benefit of the purposes of
this chapter, and the departnent nay spend gifts, grants, or endowrents
or incone fromthe public or private sources according to their ternms,
unl ess the receipt of the gifts, grants, or endowrents violates RCW
42.17.710.

NEW SECTI O\ Sec. 24. If any provision of this act or its
application to any person or circunstance is held invalid, the
remai nder of the act or the application of the provision to other
persons or circunstances is not affected.

PART |V
PERFORMANCE REVI EW

NEW SECTI ON.  Sec. 25. A new section is added to chapter 44.28 RCW
to read as foll ows:

(1) The joint legislative audit and review commttee shall work
with the departnent of comrunity, trade, and econom c devel opnent and
t he departnent of revenue to establish performance-based neasurenents
for progranms and incentives designed specifically to assist in job
creation and retention or job expansion.

(2) The joint legislative audit and review commttee shall conduct
performance evaluations on prograns and incentives designed
specifically to assist in job creation and retention or job expansion.
The joint legislative audit and review commttee may contract for
services to conduct the performance evaluations. The follow ng
prograns and incentives are subject to performance eval uati ons under
this section:

(a) The community devel opnent finance programunder RCW43. 63A. 075;

(b) The public works trust fund - rural natural resources |oan
program under RCW 43. 160. 212;

(c) The rural Washington |oan fund program under sections 10
t hrough 23 of this act;
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(d) The Washington state rural devel opnent council under RCW
43. 31. 855;

(e) The community economic revitalization board program under
chapter 43.160 RCW

(f) The distressed area sal es tax deferral /exenption programunder
chapter 82.60 RCW

(g) The di stressed area business and occupation tax credit for job
creation program under chapter 82.62 RCW

(h) The di stressed area busi ness and occupation tax credit for job
trai ni ng program under RCW 82. 04. 433;

(i) The distressed county sales tax credit program under RCW
82.14. 370;

(j) The tax credit for international service jobs in community
enpower nent zones programin RCW 82.04. 44525; and

(k) The tax remttance for warehouse and grain el evators program
under RCW 82. 08. 820.

(3) The costs of the performance reviews shall be paid from funds
appropriated by the legislature to the specific program or, if no
funding i s provided, by the adm nistering agency’s funds. The findings
and recommendati ons shall be submtted to the appropriate commttees of
the |l egislature by Decenber 1, 2000, Decenber 1, 2004, and Decenber 1
2008.

PART V
TECHNI CAL PROVI SI ONS

NEW SECTI ON. Sec. 26. Sections 10 through 24 of this act
constitute a new chapter in Title 43 RCW

NEW SECTI ON. Sec. 27. The following acts or parts of acts are
each repeal ed:

(1) RCW43.168.010 and 1985 ¢ 164 s 1

(2) RCW43.168.020 and 1996 c¢ 290 s 3, 1995 ¢ 226 s 27, 1993 c 280
S 56, 1991 c 314 s 19, 1988 c 42 s 18, 1987 c 461 s 2, & 1985 c 164 s
2;

(3) RCW43.168.031 and 1995 ¢ 399 s 92 & 1988 c 186 s 7;

(4) RCW43.168.040 and 1987 ¢ 461 s 3 & 1985 c 164 s 4;

(5) RCW43.168.050 and 1993 ¢ 512 s 12, 1990 1st ex.s. ¢ 17 s 74,
1989 ¢ 430 s 9, 1987 c 461 s 4, 1986 c 204 s 2, & 1985 c 164 s 5;

p. 19 HB 1401



© 00 N O Ol WDN P

e
N R O

13

14 part of the | aw

(6) RCW43.168. 060 and 1985 c 164 s 6;

(7) RCW 43.168.070 and 1993 ¢ 512 s 14,

164 s 7;

(8) RCW43.168.090 and 1985 c 164 s 9;
(9) RCW 43.168.100 and 1993 c 512 s 15, 1986 ¢ 204 s 1, & 1985 c

164 s 10;

(10)
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(13)
(14)
(15)

RCW 43.
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RCW 43.
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